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“Gross domestic product (GDP)”: What does
that bring to mind? For most individuals, “GDP” is a
term used to measure the growth of the national
economy. It is the sum of what consumers, busi-
nesses, and governments spend on final goods and
services plus investment and net foreign trade. What
about GDP by state? This term is not as familiar but
is very important in analyzing the economic activity
of a state. GDP by state is a measurement of a
state’s output. It is the sum of the state’s value
added, which includes the incomes earned by labor,
capital and the costs incurred in the production of
goods and services within the state.
In 2006, GDP by state varied from $24.2 billion in
Vermont to $1,727.3 billion in California, according to
the U.S. Bureau of Economic Analysis (BEA). Every
state except Michigan experienced economic growth,
with the highest level of GDP growth occurring in the
western part of the nation. The growth experienced in
all parts of the U.S. could be attributed to high levels of
growth in the private services-producing sector.
What is the GDP in West Virginia?
While GDP by state soared in the western part of
the nation, West Virginia’s GDP grew slightly. In 2006,
West Virginia’s GDP was $55.7 billion, which was a
4.8% increase from 2005. However, once West
Virginia’s GDP is adjusted for inflation, economic activ-
ity in the state only grew by 0.6%. This slight increase
was well below the U.S. average of 3.4% but was typi-
cal for the region. In fact, bordering states, Ohio and
Pennsylvania, were a few of the lowest growth states
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with inflation-adjusted or real GDP growth rates of less
than 2%.
Real GDP growth in West Virginia, however, was
not as small as what the state experienced from 2005 to
2006. As shown in Figure 1, West Virginia’s average
annual growth rate from 2000 to 2006 was 1.4% for in-
flation adjusted GDP with the highest growth occurring
between 2001 and 2002. This average annual growth
rate for West Virginia was, however, below the growth
rates in all of the states surrounding West Virginia ex-
cept Ohio. When looking at per capita real GDP, which
takes into account not only inflation but state popula-
tion, West Virginia falls once again next to last among
surrounding states, with an average annual growth rate
of 1.3%.
Figure 1
Real GDP by State and Per Capita GDP by State
Average Annual Growth Rates 2000-2006
What influences West Virginia’s GDP?
The small level of growth in West Virginia’s real
GDP could be attributed to the contradicting eco-
nomic activity of two main industries. The finance,
insurance and real estate industry thrived in West
Virginia in 2006 and accounted for 1% of real GDP
growth. On the opposite end of the spectrum was
West Virginia’s most recognizable industry, mining,
which had a down year in 2006 and contributed
negatively to West Virginia’s real GDP leaving it at a
0.6% total growth rate.
While these two industries had the most influence on
real GDP growth in 2006, they do not account for the
largest shares of GDP. As shown in Figure 2, the ser-
vice-providing and government sectors have continued to
be the largest contributors to GDP in the state, account-
ing for over 38% in both 2000 and 2006. One of the top
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three contributors to West Virginia’s GDP in 2000 de-
clined in 2006. With the closing of manufacturing plants
in the state since 2000, the manufacturing industry has
lost shares of West Virginia’s GDP, falling to 11%. This
decline in manufacturing did not occur in only West Vir-
ginia. In fact, West Virginia’s economy mimicked the na-
tional economy in regards to declining manufacturing
industry shares.
Figure 2
Industry Shares of West Virginia GDP by State
2000 and 2006
What to expect for West Virginia’s GDP in 2007?
Many factors will affect West Virginia’s 2007 GDP.
Fuel costs, demand for coal and the housing market will
all be major factors in the determination of the state’s
GDP this year. See upcoming West Virginia Economic
Outlook publications for more on these issues.
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Highlights of the Mid-Year Review 2007
by George W. Hammond, BBER Associate Director
• The West Virginia economy lost steam dur-
ing the last year, with a major deceleration in
employment growth driven by weaker perfor-
mance in goods-producing sectors. This
overall job growth slowdown mirrors the na-
tional trend.
• West Virginia’s seasonally adjusted job
growth slowed substantially during the first
quarter 2006 to the first quarter 2007 period.
Indeed, the state added just 3,500 jobs dur-
ing the period, significantly below the 12,900
jobs added between the first quarter of 2005
and the same quarter of 2006.
• The goods-producing sector, (natural re-
sources and mining; construction; and manu-
facturing) lost 1,000 jobs during the last four
quarters, compared to job gains of 4,500 dur-
ing the previous four-quarter period.
• The service-providing sectors also slowed
last year, combining to add just 4,500 jobs,
with most of that growth coming in wholesale
and retail trade. Professional and business
services employment declined during the last
four quarters.
• Job growth in natural resources and mining
has slowed significantly during the last year,
with the sector adding just 800 jobs from the
first quarter of 2006 to the same quarter of
2007. This growth has come in the natural
gas sector, because coal production is down
compared to levels of a year ago .
• Coal production from the state’s southern
coal fields has fallen by 11 million tons from
the first quarter of 2006 to the same quarter
of 2007. Increasingly challenging geologic
conditions (rising costs) and falling spot
prices, combined with regulatory uncertainty,
are likely precursors of production decline.
Production in the state’s northern coal fields
is estimated to have risen by 700,000 tons
during the year.
• Data from FW Dodge through April 2007 sug-
gest that the value of construction starts will
remain strong again this year. Most of that
strength will be in nonbuilding activity, driven
primarily by power plant construction in
Monongalia County. Residential activity is well
below 2006 levels, likely reflecting rising mort-
gage rates and past house price increases.
• House price appreciation has slowed in West
Virginia during the last four quarters. That
slowdown is particularly evident in the Eastern
Panhandle’s metro areas, where year-to-year
single-family house price appreciation has
slowed from over 20.0% to the low single digits
in the first quarter of 2007.
• Manufacturing job losses during the last year
were concentrated in primary metals, wood
products and furniture, auto parts, and chemi-
cal products. These sectors all face intense in-
ternational competition.
• West Virginia’s per capita personal income
continues to rise, even after adjustment for in-
flation, but remains 23.1% below the national
level.
Figure 1
W.Va. and U.S. Job Growth Decelerated in 2007
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• West Virginia has posted net population
growth of 10,000 residents so far this de-
cade, although without the strong gains in
the Eastern Panhandle, the state would
have posted population losses.
• West Virginia’s real gross domestic prod-
uct growth has lagged significantly below
the national average, driven by outright de-
clines in coal mining and manufacturing.
Figure 2
W.Va. Job Growth Decelerated in Most Sectors during the Last Year
• The state’s unemployment rate hit 4.9% in
2006, near the national rate of 4.6%. The state
retains significant numbers of residents not par-
ticipating in formal labor market activities.
• Due to major changes in employment data re-
ported by the Bureau of Labor Statistics, there
is no forecast available for the Mid-Year Review.
The next forecast will be released in November
2007.
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MSA Designation:
Possibilities and Impacts for Fairmont and Marion
County, West Virginia
by George W. Hammond, BBER Associate Director and Anthony Gregory, Graduate Research Assistant
Marion County and the City of Fairmont recently
considered consolidating some government functions.
As part of its deliberations, the Metro Government
Charter Review Committee contacted the Bureau of
Business and Economic Research for help in analyzing
the possible impacts of consolidation. One important
issue was whether or not the consolidation would im-
prove the county’s chances of being designated as a
metropolitan statistical area (MSA) and what impacts
the MSA designation might have. The following article
is an excerpt from a full report of the same name,
which is available online at the BBER website.
The MSA Designation and Fairmont
The federal Office of Management and Budget
(OMB) utilizes data and analysis from the Census Bu-
reau to produce its designations of metropolitan statis-
tical areas (MSAs). First, the OMB uses urbanized
areas—defined by the Census Bureau as urban areas
with 50,000 or more residents—to serve as the popula-
tion core for a metropolitan statistical area. The county
in which the urbanized area resides now becomes the
core county of the specific metropolitan statistical
area. Next, the OMB uses labor force commuting data
to incorporate surrounding counties which are highly
integrated with the core county. Micropolitan statistical
areas are similar in spirit to MSAs, but are based
around urban areas, called urban clusters, of between
10,000 and 49,999 residents.
According to the Census Bureau, the city of
Fairmont had an estimated 19,049 residents in 2005,
down slightly from the 2000 population figure of 19,097.
Fairmont city makes up a large part of the Fairmont ur-
ban cluster, which had a total population of 36,358 in
the 2000 Census. The Fairmont urban cluster encom-
passes all or portions of several surrounding towns, in-
cluding: Barrackville, Enterprise, Grant Town,
Monongah, Pleasant Valley, Rivesville, Shinnston, and
Whitehall. Since Fairmont is classified as an urban
cluster by the Census Bureau, Marion County is then
identified by the OMB as a micropolitan statistical
area. The total population of Marion County in 2000
was 56,598 and an estimated 56,509 in the 2005 popu-
lation estimates.
OMB’s designation of an area as a metropolitan
statistical area is first dependent upon the Census
Bureau’s urban definitions. Therefore the key distin-
guishing factor for a metropolitan statistical area is the
size of the urban population, not the total population.
An area with a population of 50,000 does not qualify as
a metropolitan statistical area unless those 50,000
residents are defined as an urban population through
the Census Bureau’s technique (see below for details).
Further, urban areas, whether urbanized areas or
urban clusters, are built up from contiguous (or nearly
contiguous) blocks or block groups with minimum
population size and minimum population density.
Qualifying blocks typically consist of at least 2,500
residents and 500 people per square mile.
Consolidation of Fairmont city and Marion County
would not affect the relevant urban population because
the merger would not affect the population density sta-
tistics of the blocks or block groups. Therefore, the
Fairmont urban cluster would not be directly affected
by consolidation.
The Economic Impact of the MSA
Designation
The federal Office of Management and Budget’s
(OMB) periodic release of updated metropolitan statis-
tical area (MSA) definitions frequently garners signifi-
cant attention from local economic development
professionals and policymakers. The interest is
grounded in the common belief that the designation of
a region as a new MSA will spur its subsequent
growth. Arguments supporting this view typically point
to three ways in which the MSA designation may spur
growth: 1) the newly designated MSA may be better
positioned to draw down federal funds for transportation
and economic development; 2) the MSA designation
may increase the amount and detail of economic infor-
mation provided by federal and state statistical agen-
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cies on the region; and 3) the MSA designation may
raise the marketing profile of the region, particularly
with respect to national or multi-state site selection
searches.
With respect to federal funding, there are two main
funding sources that are frequently cited as being af-
fected by the MSA designation: federal transportation
and highway funds, as well as Housing and Urban De-
velopment (HUD) funds through the Community Devel-
opment Block Grant (CDBG) program. On the other
hand, federal economic development funds from the
USDA Rural Development program may be put at risk
by the MSA designation.
The assertion that the MSA designation will spur
growth is an interesting and important claim. George
Hammond and Brian Osoba put this claim to the test
and published their results in an academic article and
working paper.1 Their results suggest that the MSA
designation has no long-term impact on two of the
three major indicators of economic performance con-
sidered. Using quasi-experimental matching methods
and a sample of 70 MSAs designated between 1980
Now Available:
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micropolitan statistical area in West Virginia—a total of 73 profiles (55 counties, 16 MSAs, plus
state and national profiles).
Data can be ordered in book or CD-ROM format. Files on the CD are in both PDF and Excel
spreadsheet formats.
Each profile and summary costs $20 including postage and handling or $15 for orders of 10 or
more. The best value is a complete set of 73 profiles: a book costs $400, CD cost $125. (West
Virginia residents must pay 6% sales tax.)
To order or more information, please contact Erin Carter:
erin.carter@mail.wvu.edu/304-293-7884
or visit our website: www.bber.wvu.edu
and 1999, they find no long-term impacts on employ-
ment or per capita personal income growth. However,
they do find evidence of a positive employment growth
impact that reaches its peak within five years of desig-
nation and then fades away. They also find some evi-
dence of long-term impacts for population growth,
although they note that it is difficult to pin down causa-
tion for this indicator, since it is used in the MSA des-
ignation process. Full details of the empirical method
are available in the published working paper and aca-
demic article.
1 Hammond, George W. and Brian J. Osoba, “The Growth Im-
pact of the Metropolitan Statistical Area Designation,” forthcoming
in the Annals of Regional Science. See also their working paper
of the same name published as “West Virginia University Depart-
ment of Economics Working Paper,” 2007-1, January 2007.
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